In June 1988 the Council, the European Parliament and the Commission concluded an "lnterinstitutional Agreement on Budgetary Discipline and Improvement of the Budgetary Procedure". A key element of the agreement is a commitment to medium-term financial planning for the Community for the period up to 1992. Can this agreement put the Community budgetary procedure on a new footing and ensure that the decisions taken at the Brussels summit on agricultural reform and budgetary discipline can be implemented?
A t the Brussels summit in February 1988 the European Heads of State or Government took a number of long overdue fundamental decisions on agricultural reform and the control of agricultural expenditure, on increasing the resources of the structural funds, budgetary reform and on the new system for financing the Community? Adoption of the "DELORS-package" continued the new course and further development of European policy initiated by the Single European Act adopted in December 1985. 2 However, it will not be possible to implement the crucial decisions taken by the Summit unless the necessary adjustments are made to the annual budgetary procedure. The Interinstitutional Agreement should ensure that the "DELORS-package" can be implemented in the annual budgetary procedures up to 1992.
In assessing the implications of this agreement it might be useful to discuss past experience of European budgetary policy.
Budget Consultations in the Past
Discussion of the European Community budget has given rise to numerous conflicts in the past. Community budgetary procedure is moving further and further away from the traditional principles of public sector budgetary policy. In its annual report for 1985, the European Court of Auditors noted serious infringements of the fundamental principles of the Community's Financial Regulation; in particular it criticizes the fact that each year's financing needs are not covered by an equivalent amount of annual revenue, i.e. violation of the principle that the budget should be balanced."
In 1987 the Commission was forced to admit that "the Community has sunk into a morass of budgetary malpractices"; 5 it revealed that ever since 1983 the Community had exceeded its authorized revenue and has built up an increasing financial "burden of the past".
In the annual discharge procedures the European Parliament has complained that substantial financial resources included in the budget were not spent. Table 2 shows, for example, that in the 1987 financial year, despite the shortfall in the budget referred to above, only 94 % of the resources available were used.
This apparent contradiction between financial risks which are not covered and financial resources which are not used can easily be explained. Firstly, financial liabilities which should in fact be charged to the financial year, for example depreciation in the value of stocks, are not included. Secondly, the amounts entered in certain budget lines are not used up owing to difficulties in implementing the budget or delays in decisions on the necessary legal basis.
Causes of Deficiencies
The shortcomings of the European budgetary procedure have also been highlighted by experts for some time now. 6 Efforts to reform the budgetary procedure and implementation of the budget have so far been unsuccessful. 7
The reason for these continuing disputes surrounding the budget was not only the complicated system of power sharing between the Council and the EP but also the conflicting interests defended by the various Member States in the Council and the differences between the Council and Parliament which were difficult to reconcile.
Both the overall volume of the Community budget (dispute between net beneficiaries and net contributors) and the budget priorities (agricultural expenditure versus the funding of structural policy and resources for research and development) have given rise to the same debate every year. The way in which the burden of expenditure is shared among the Member Stetes, typified by such concepts as the British refund or special programmes for Greece and Portugal, has also sparked off regular controversies.
In recent years agricultural expenditure has far exceeded budget forecasts, putting additional strain on the budgetary procedure. For example, while the Federal German Government and the French Government were giving priority to expenditure on agriculture, a majority in the European Parliament was insisting that priority should be given to non-compulsory expenditure, i.e. in sectors other than agriculture. 7 The Joint Declaration of the European Parliament, the Council and the Commission on various measures to improve the budgetary procedure signed in July 1982 , OJ No. C 194, 28. 7. 1982 , provided only a temporary solution to the budgetary conflict.
s The attitude of the Federal German Government to budget priorities in recent years was made clear in the cabinet decision of 16 April 1986 on European budgetary policy: "In view of the difficulties facing agriculture and the need to reform Community agricultural policy, the financing of agriculture.., must be given priority. Consequently there is an urgent need to exercise appropriate restraint in other Community policies during this phase..."
